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RESOLVES
First Regular Session of the 119th

CHAPTER 62
H.P. 1258 - L.D. 1812
Resolve, to Require the Development of a Basic Needs Budget

Sec. 1. Resolve 1997, c. 36, 81, last sentence, amended. Resolved: That Resolve 1997, c. 36,
81, last sentence, is amended to read:

The report must include information on poverty among children and adults, regiond differencesin
poverty rates and indicators, conditions responsible for changes from the prior year, expectations for the
coming year and the economic condition of the State's communities, and be it further

Sec. 2. Resolve 1997, c. 36, 82, enacted. Resolved: That Resolve 1997, c. 36, 82, is enacted to
read:

Sec. 2. Basic needs budget. Resolved: That the Executive Depatment, State Planning Office, in
cooperation with the Department of Human Services, shdl deveop and publish an annua basic needs
budget for asingle parent with 2 children that includes the following expenditure categories. housing,
trangportation, child care, hedlth care insurance and out-of-pocket hedth care expenses, clothing, food,
personal care and recreation. This annua basic needs budget must include a brief description of the
expense assumptions used for each of the expenditure categories and a caculation of the annud,
monthly, weekly and hourly income needed to meet this basic needs budget.

Effective September 18, 1999, unless otherwise indicated.
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Summary

1. Findings

In 1999 the 119th Legidature enacted legidation that directed the State Planning Office to
annudly prepare a basic needs budget for Mane households in conjunction with the Annua Report
Card on Poverty. This came a atime when many advocacy groups and agencies that deliver services
to needy persons were becoming increasingly concerned about the inadequacy of the federd poverty
guideline as a measure of need.

Many federd agencies have dso recognized the problem, for years now setting digibility
guiddines for their programs a levels wel above the poverty threshold. The US Census Bureau has
aso shared this concern, and has published severa documents over the past decade on extended
measures of well-being that were based on findings from their andysis of the current population surveys
(CPS) conducted annualy by the Bureau.

The creation of a basic needs budget that is reliable and accurately reflects costs and spending
paiterns of families of limited incomes requires an in depth investigation into the cogts of various basic
goods and services throughout the State. Idedly such would require market surveys as well as the
examination of reliable sources of information where avalable such as those compiled by service
providers, regulatory agencies, trade associations and the findings of related research.

In 1999, the Maine Center for Economic Policy (MCEP)[1] sponsored the research necessary
to compile a basic needs budget for Maine households of varying size and composition.
Because of the timeliness of MCEPs effort, it was determined that an evauation of the procedures and
findings of MCEP should be conducted before endeavoring to move forward with research that may
only duplicate an effort and outcome dready available.

A careful review of the methodology, source data, and assumptions in the andysis suggests that
the budget published by MCEP in the fal of 1999 iswell done. The procedures engaged by the MCEP
were thorough and carried out systematicdly. Their findings represent an accurate, and in most cases,
dightly consarvative, estimate of the costs of basic items, especidly of those items for which variation is
great. Areas where the findings and the procedures used seemed least refined are those where data to
pursue them further does not exist at thistime.

This evauation has led us to conclude that the findings of MCEP are religble and represent an
adequate budget to serve as a basdine upon which to build. Further refinement beyond the leve
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achieved by MCEP is not possble without investing a significant amount of time and resources to
conduct more thorough surveys of cods.

Therefore, this report recommends adoption of MCEP's basic needs budget and moves
forward to identify and define methods for making adjustmentsin future years.

The following pages present findings of the review of MCEP's budget assumptions and makes
comparisons to other sources of data. The report aso discusses some of the complexities of creating a
sngle budget and some approaches for adjusting the budget on a regular basis to reflect changes in the
cost of basic items and in household spending patterns.

Maine State Planning Office
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2. Basic Needs Budget for a Single Parent with two Children

An estimated $30,391, or $2,245 per month is required in 1999 for a single earner to mest the
basic needs of afamily of three according to the MCEP budget*.

Components of the Basic Needs Budget
Prepared by the
Maine Center for Economic Policy

sescnmsiians | Sderwen

Food 387.00
Rent/Utilities 554.00
Teephone 25.00
Hedlth Care 224.00
Transportation 224.00
Child Care 582.00
Clothing/ 203.00
Household Goods

Personal Care 46.00
Totd Monthly expenses 2,245.00
Annua Expenses 26,940.00
Plus State & Federa Taxes 3,451.00
(Inc. Socid Security tax)

Totd Income Required 30,391.00

* This budget includes dl items spelled out in Resolve 62 except for recreetion.

Maine State Planning Office
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3. Basic Needs and Annua Incomein Mane

Based on the MCEP budget, a full time job with an average hourly wage of $14.61 would be
needed for a single parent to meet the basic needs of a family of three. This amounts to $584.40 per
week or $2,532.58 per month.

Many familiesin Manefdl short of this. In 1998 dmost haf (47%) of Maine households had a
household income (from dl sources, including the earnings of dl workers in the household) of $30,000
or less.

To earn enough to meet the basic needs of a family of three a a job paying $14.61 per hour
means getting paid for 40 hours aweek 52 weeks a year. The average hourly wage for Maine workers
in 1998 according to the Bureau of Labor Statistics was $12.23. The two largest and fastest growing
sectors of the Maine economy averaged far less. The average hourly wage in the retail sector was only
$7.50, and only $11.46 in the service sector even though the service sector includes some
comparaively high wage occupaiond groups such as hedth professonds, legd services, and
employees in private colleges and educationd ingditutions. Compounding the Stuation further, a large
portion of thejobsin Maine are nat full time.

Basic Meeds Wage compared to Selected Hourly Wwage Rates

To meet Basic Needs F14.61
Current feeg Hrly YW age 1223

Ayg wage, Retail Sector

Ayg wage, Service Sector

Wage=Pov. Rate[fam.of3] $7.14a

$0.00 $5.00 $10.00 $15.00 $20.00
Drallars per hour af work,

The average weekly pay in 1998 for dl jobs in Maine was dmost 20% lower than the weekly
wage needed to provide for the basic needs of a single worker with two children. Two thirds of Maine
workers hold jobs in an industry where the average weekly wage islesy2].

Twenty occupations account for about athird of Maine workers. As the following tables show,
of the twenty, only sx paid wages sufficient to meet the needs of a worker with two children in 1997.

Maine State Planning Office
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Categ Teachers, elementary school

ories, General Managers/top executives

the Other managers/admnistrators
Fegistered nurses

avera =ales reps, non retal

e Teachers, secondary school

week Basic Needs Wage, Family of 3

| =ales managers. superdsors, rel.
ClericalfAdministrative supendsors

WEge Truck drivers, route warkers

in Booklkeeping/accounting clerks

only Secretaries (exc. med or legal)

four General office clerks
Feceptionists, info. clerks

exce Hand movers, freight & stock

ed Fetail Zalespearsons

the  Teacher sides. paraprofessionals

bagc Murse aides, orderlies, attendants

need Stock clerks. sales floor workers
Food preparation workers

S Cashiers

budg

et amount for afamily of threg[3].
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Table 1.

Est #
Employed

11.510
16,250
3.640
10,880
3.5950
4,850

8.210
b.220
h.5B0
8.5960
4,250
10,770
4,280
3.230
17.480
4,570
8.670
B.250
7.450
16.710

Average Pay for Twenty Major Occupational Cateqories
{Occupations With Large Numbers of Employees). 1997

Avg. Hourly  Annual  Weekly
Earnings Earnings

Earnings

na.
$25.03
$21.449
$17.63
$16.749
na.
$14.61
$14.35
$13.98
$10.21
$10.02
$9.97
$8.87
$8.54
$8.39
$8.08
$8.01
$7.73
$7.25
$6.91
$6.60
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$32.620
$62.060
£44.700
36, 6RO
$34.930
$31.750
$30.391
£29.850
£29.080
£21.230
£20.830
£20.740
$18. 460
$17.760
$17.450
$16.810
F16.670
$16.070
$15.080
$14.370
$13.720

BE27
$1.001
%860
%705
BE7E
$E11
$584
$574
$554
%408
£401
$3494
$35h
$342
%336
$323
$321
$304
$240
$E7h
$264



Table 2.

Average Weekly Pay by Major Industry. 1998

Est. # Pct of

Industry: Employed the Jobs
Financednsurance/FE 28.104 h.2
banufacturing 87,144 16.0
YWhiolesale Trade eh. 773 4.9
Transportation tilities 22,80k 4.2
Basic Needs, Family of 3

State Government 22 .Mz 4.0
bining & Construction 25, 0R1 4.6
Local Government 5R.0749 10.1
Senrdces 165,620 8.6
Agriculture, Farestry, Fishing B, 454 1.2
Fetail Trade 115,714 1.2
Total F44, 49595 21091.2
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Aowg. Weekly
Earnings

$715
FE3Y
$E3T
FE12
$H84
Fh7E
$hq4
LR
$458
$377
$300

$490



Il.
Meeting Basic Needs

1. I ntroduction

Ore in five people live in a household that has difficulty meseting basic needs, according to
estimates from the US Census Bureau. In Maine, our colder climate, remoteness and generd rurd low
densty settlement patterns coupled with lower overdl income and vast regiond dispaities of income
and wedlth make the Stuation for many Maine households acute.

For more than three decades the standard measure of need has been the federa poverty
guiddine. The poverty guiddine was established in the 1960's at the advent of the War on Poverty
declared by President Johnson. It has continued to be the benchmark measure, updated annualy only
to condder the

effects of inflation.
Tahle 3.
Federal Poverty Guideline
Farnily
oize 1980 1985 1990 1995 1896 1497 149498 19499

4,210 5250 G280 7470 7740 7890 5,050 8240
5590 7050 420 10,030 10,360 10,670 10,850 11,060
B970 8,850 10,560 12,5380 12980 13,330 13,650 13880
g,350 10,650 12,700 15150 15600 16,050 16,450 16,700
9,730 12,450 14,840 17,710 18,220 18,770 19,250 14,520
11,110 14,250 16,980 20,270 20,840 21,4490 22,050 22340
12,280 16,050 19120 22,830 23,460 24,210 24.850 25,160

27,980

Lo R S I O R O A T S

For each additional member;
Add: 1170 1,800 2140 2560 2620 2720 2800 2820

The poverty guiddine began as a smple formula based on data from the USDA that determined
that families spent about a third on their income on food. Therefore, the poverty threshold was deemed
to be an amount equd to three times the low income food budget as measured by the USDA Thrifty
Food Plan.

As time has passed, however, the poverty guiddine has become inadequate as a measure of
need. The cost of basc items no longer reflects the ratios that existed in the 1960's. Food, once

Maine State Planning Office
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accounting for athird of the income of Americans, today only accounts for 14% to 16% of the average
American household income. Hedlth care, energy (in cold states like Maine) and the cost of maintaining
an auto to get to work take up amuch larger share of household income than they did 30+ years ago.

Furthermore, the poverty guiddine was
intended to reflect a basc surviva level as it was perceived in the mid 1960's (when most households
had one worker, asingle car if any, etc.) and thus did not include many of the items consdered essentia
today for a decent standard of living, such as the cost of child care for a working parent, or the added
cost of transportation to work due to higher
cods of buying and mantaining a car and

added mandates such as auto insurance or Consumer Expenditure Survey, Mortheastern US, 19938
nsng fud prlces Few would argue that a Fercent of Income by Type of Expenditure
family of three could today cover their basic
needs without additiona assstance on an EiR e e g AlbGHES
income of $13,880 a year, the 1999 poverty
. T axes (fedist'ss

level for ahousehold of that Size. iz T T

. Fersonal Care

Surveys of consumer expenditures are 10%
. ClothingfHsd Goods

the most common means for deveoping a g -

44% Transportation

picture of how Americans spend their money.
The Bureau of Labor Staidics (US
Department of Labor) conducts an annud
survey and reports the results by region4].
The rdaive portion of income that is spent on mgor items shown in these surveys is useful for
comparison and widely regarded as a benchmark. In some cases it provides information about
categories of spending that cannot be reliably gained from other sources.

There is a wide range in expenditure behavior within
Maine, differences between Maine and other northeastern dtates, differences in items measured (the
CES pie includes entertainment and a variety of other miscelaneous expenses but does not include child
care and dedls with taxes differently, for example) and in the household income and compostion of the
sample family (avg. household size of 2.6 including 1 child compared to single parent with 2 children in
the Maine basic needs household). The efforts of the Maine Center for Economic Policy to combine
the results of the CES with other sources of information comes closer to more accurately reflect
conditions across Maine than any other source available. Though the average household income in the

Maine State Planning Office
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CES survey is more than $10,000 greater than the basic needs budget, once adjusted to consider child
care the expenditure pattern is quite smilar.

2. Mesting Basc Needsin Maine How Families are Doing

There is plenty of evidence in Maine and nationdly that many households are unable to meet
their basic needs. One of the clearest indications is the number that turn to public and private services
for assstance. One fifth of the totd persona income of Mane households is derived from federd
transfer payments, 25% above the nationa average. In addition, the State of Maine provides leves of
assgtance and services that are more generous than most states. Hundreds of families cdl on generd
assgtance aid from locd town offices each year. Private charitable agencies raise millions annudly to
provide direct aid and services to the poor, and thousands go to soup kitchens and food pantries every
week or every month. Yet, surveys show, in spite of it al, many more depend on family and friends or
go without.

The US Census mesasured well-being in 1995 by examining the amount of difficulty families hed
meeting a variety of expenses & varying income levels[5]. The survey found tha alarge portion of low
income families in the United States suffer Sgnificant levels of deprivation:

* Onein nine don't have enough food to eat.

* More than a quarter (26%) fell behind in their rent or mortgage at some point during

the past year.
* The poor were three Waine Basic Meeds Budget for a Family of 3
times more likely to have FPercent of Income by Type of Expenditure
difficulty  paying  for
utilitiesin the S
past year. They werefour 1.0%

times more likely to have ; =7

their utilities cut off.

AFDC T Housing

recipients were five times W 2
i 8.8%

more likely to have

. . Taxes (fedist'ss)
disconnections.

Personal Care .
1.8% ;

*  The poor are far ClothingiHsd Goods | i oneon
more likely to go without
medical attention. 20%
needed to see a
doctor and 24% needed to
go to adentist but did not.
For AFDC recipients, therate was lower, primarily because most have Medicaid
coverage. A high portion of the non-AFDC population is uninsured.

* Inall, 55% of the poor in the USlivein families with at |east one of the above
deprivations. 65% of AFDC families reported at least one deprivation.

Maine State Planning Office
1999 Report Card on Poverty, Supplemental Report: Meeting Basic Needs 10



* Most poor families suffer from multiple deprivations. 27% of the poor faced two or
more deprivations and 34% of AFDC families suffered from two or more of the
deprivations measured.

Another component of the Census survey inquired about how families whose income fell short
each month got additional support. Overwhemingly, people make do. Only 17% of the households
surveyed who had difficulty making ends meet received hep from others. Of those, most turned to
family and friends or to community organizations for ad. Less than 5% got hep from government
agencies. Another disturbing finding was that more are using credit (especidly credit cards) to obtain
the things they need, especidly clothing and other items children need in order to fed equd to ther
peers a school.

Maine State Planning Office
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Table 4.
Bxtended Measures of Well-Being
1995, US Census

Percent of persons in families:

Criteria Mon-Foor Foor AFDC

Mot enough food 1.4 11.0 14.2
Fent not paid 7.5 259 2491
Evicted 0.4 2.1 2.6
Lkilities not paid 9.8 32.4 40.7
Lkilities disconnected 1.8 g.5 10.5
Fhone disconnected 3.2 16.0 20.3
Meeded medical attention 7.4 19.8 15.2
Meeded dental attention 10.0 24.0 20.8

Table b.

Sources of Help Received or Expeded if Bequested
1995, LS Census

Help Fecered: Expected if Bequested:

Family 43 3% 88.4%
Friends 17.22% 69.6%
Cther Community 44.3% 36.9%

Total 100.0% inc. multiple sources

Finaly, the Census Bureau also measured access to consumer durables, many that would be
consdered "essentid” to most households today and basic living conditions, including problems people
had with their housng. In both Stuations, they found the proportion of the poor to be without basic
gppliances or living in homes with basic upkeep problemsto be far greater.

Maine State Planning Office
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Table b.

Access to Basic Consum er Durables;
1995, LS Census

Lacking: Mon Poor Foor AFDC

Fefrigerat or 0.5 2.1 1.8
Stove 0.5 2.3 2.0
Washing machine 7.3 28.3 337
Freezer 54 1.4 7.4
Color Telession 1.5 7.5 7.8
Telephone 2.8 23.3 32.5
Air condlitioner 281 50.4 549.3
Clothes dryer 49.8 55

hdicromeane 102 40.0 47.4
YCR 13.8 40.3 45.4
Fersonal Computer 1.7 H2.6 45.8

Table 7.

FPercent of persons in families:

'Persons with homes with upkeep problems

1995, US Census

Percent of persons in families:

Condition: Mon Poor Poor AFDC

Leaking roof 8.5 15.8 14.9
Flumhing'hat water not working 4.8 12 11.9
Broken YWindows 8.2 18.6 20.4
Exposed Wiiring 1.3 4 h.h
Fats. mice roaches 13.9 39.4 458
Holes in floor 0.8 4.8 45
Cracks/holes in celing walls 4.1 13.5 17.6
Bad enough one wants 1o mowe 9.5 2h.b 345

In Maine, a smilar study was conducted in the winter of 1997 by John Ftzgerdd at Bowdoin
College[6]. That study surveyed 300 families with incomes under 185% of the poverty line. Only
families that had at least one child and at least one parent who worked or had been working were
interviewed. The results were comparable to the US Census survey.

Maine State Planning Office
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There are numerous other studies and datidtics that reinforce these findings. A study of
Childhood Hunger (the "CHIPP" Study) found in 1993 that over 7500 children were hungry and over
31,000 were a risk of hunger in Maine. An update to the nationd CCHIP study was rdeased in July,
1995 that found dmost 20,000 Maine children experiencing hunger and an additiona 64,000 at risk -
40% of the State’ s children under age 12[7].

Of equal concern is evidence tha frequently Maine adults forego food in order to feed ther
children. The CCHIP study documented substantia hunger and poor nutrition among parents. In four
out of five households surveyed (79.2%) parents indicated that they sacrificed for their children either by
eating less skipping medls entirely, or by eeting less nutritious foods. Many more adults than children in
lower income families are routingly not recelving an adequate diet. Y et good nutrition and hedlth are as
essential to job performance as to school performance.

The prevaence of inadequate housing and the risk of homeessness in Maine is monitored by the
Mane State Housng Authority(8]. They estimate that there are gproximatdy a thousand people
homeless in Maine each night. Only 40% of the homeless seek the aid of shelters. The number of food
pantries and soup kitchens that have been established throughout the State in recent years and the tons
of food they didtribute attest to an unacceptable portion of Maine households lacking enough income to
meet the most basic of needs.

Just as the Census Bureau found that inability to maintain and improve one's home is a problem
for lower income families across the country, it is aso a problem for many Maine households. Maine
has one of the oldest housing stocks in the nation, including a high portion of older mobile homes,
contributing to a serious problem with substandard housing.

Based on data collected on the housing conditions of those that apply for LIHEAP (low income
home energy assistance program), MSHA estimates that 5% of dl Mane households (26,000 in dl) live
in substandard housing that would be considered severe for a cold climate Sate - lacking insulation, or
an adequate heating system, or mobile homes built before 1976 that meet neither safety nor efficiency
standards.

MSHA
dso found that Table §.

housing conditions Survey of 300 lower income Maine families Winter. 1997

are much worse in

rurd aress where 1% ran out of heat in the past vear

. is | 9% recerad utlity termination notices

INCOME 1S 1OWEr 430, had utilities disconnected

and where rentd 19%  warried they would not hawe enough food over the next vear
revenues received 2% changed their livng situation in the last 3 wvears because of maoney

Maine State Planning Office
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by landlords is much less. The data dso shows that even though interest rates have remained relatively
low throughout the 1990s, by 1998 foreclosures increased by more than five times the rate back in
1980.

Maine State Planning Office
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1.
Review and Assessment of the MCEP Basic Needs Budget

The MCEP budget addresses dl categories of spending lised in Resolve 62 except for
recregtion and entertainment. Using ratios from the US Bureau of Labor Statistics Consumer
Expenditure Survey for 1998, a household with this level of income would spend just over $1300 on
entertainment (including children's toys) and reading materids in the Northeast (about $25 per week).
However, no additiond figures for recreation or entertainment expenses have been added to the MCEP
budget at thistime.

Components & Assumptions of a basic Needs Budget

Food:
USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES):

Food Costs in the Northeast were estimated at $5124 ($427 per month). Food esten a home
was estimated at $2943 ($245.25 pr month) for a household of 2.5 persons (with 0.6 children).
Adjusted to a family of three, and assuming that the cost of food for a growing and active school age
child is somewhat comparable to that for a second adult, the annual cost of food eaten a home
increases to $3532 (or $294.30 per month).

USDA Thrifty Food Par

The thrifty food plan places the weekly cost of food (eaten a home) for afamily of three at $61
per week, or $282 per month. Adjustment for age of children places the amount over $305. The plan
makes no provison for food eaten away from home.

MCEP: Averages the amount needed by families with different age groups according to the USDA
thrifty food plan and adjusts by an additiond 11.6% to reflect the higher cost of food in the Northeast
indicated by the CES.

Housing:

HUD Far Market Rents: Fair market rents are issued quarterly by the US Department of Housing &
Urban Development. Prices are issued for each metropolitan area within the State and for the
non-metropolitan area of each county. In Nov. 1999 the range in rents went from $483 per month in
rurd Maine counties to a high of $737 in the Portsmouth/Kittery MSA for a 2-bedroom apartment, a
difference of over 50%.

Maine State Planning Office
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MCEP: The MCEP budget uses the HUD Fair Market Rent for a 2-bedroom apartment. They
compute the state average cost to be $554.

CES: Housng codts are higher in the Survey because they are based on a greater portion being home
owners with a mortgage payment. They aso include household supplies, furnishings, and other ordinary
expenses associ ated with operating and maintain a home.

Future Condderations: Most basic needs budgets rely on the HUD fair market vaues or some closdly
comparable source. Though it is true in Maine that those who live in renta housing are on average
lower income households, Maine is largely a state of home owners, even among the poor, and

epecidly the rura poor.

A measure that consders this profile is needed because, in large part, homes owned by the
poor are older and more likely to be in substandard condition, lack adequate insulation, and be costly to
heat and maintain. Otherslive in lower cost forms of housing such as mobile homes, many of which are
pre-1976 congtruction, and most of which rely on kerosene as a fud source for heating. Kerosene is
the highest priced fud available for home heeting, except for eectricity.

The cost of energy is one of the largest and most volatile components of shelter costs and lower
income households are more sengtive to even minor changes in price.  For many renters in Mane
utilities are not included in the cost of rent. Even in federdly asssted housing, many gpartments are
heated with eectricity and tenants must pay their own dectric costs. HUD Fair Market Rent figures
assume utilities (including heet) except telephone are included in the rent payment. (In 1990 the census
showed that only 27,000 of the State's 133,000 renter households had dl utilities included in their rent
payment. The other 106,000 paid some or dl of their utility costsin addition to their rent paymen.

A second mgor problem is that the cost of housing is one of the most variable costs for Maine
resdents, regardless of income. Costs vary greetly depending on tenure (home owners vs. renters), the
condition of the structure, and whether utilities, taxes, and other costs are included in the cost of the
mortgage or rent. There are aso wide variaions in the vaue of red edtate regiondly within Maine. A
home worth $50,000 in Aroostook County may be worth $250,000 in a suburb near Portland. The
cost of amortgage, insurance, and taxes will vary accordingly. For renters, this variaion is reflected in
rent codts but is often somewhat less extreme because the cost can be spread over multiple gpartments
in the structure.

A comparison of towns in 1995 showed the median vaue of a angle family home ranged from
under $20,000 in one town to over $200,000, a tenfold spread. The mill rates in Maine towns range
from $2.26 per thousand vauation up to over $32 per thousand. And, the amount of tax paid on a
home of median value in any given town ranged from under $200 to over $3,000.

The adequacy of housing cogt information and its high leve of variability across the State is the
greatest drawback in establishing a"basic need” vaue for shelter costs.

Maine State Planning Office
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Telephone:

USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES):
$53-70 per month

M CEP:; $25 per month (based on average monthly base rate of $10-15 per month plus cost of 1.5 hr of
long distance @ .15/minute). MCEPsfigureis very consarvetive. For many, calsto their employer or
to their child care provider are toll calls. In these cases, few households would be gble to stay within a
budget of $25 per month for phone sarvice.

Health Care

USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES): $1,741 per year
(%245 per month) for hedth insurance and out of pocket expenses (medical services, drugs, and
medica supplies). Thisis lower than the cost of the Blue-Cross/Blue Shied standard plan. The cost of
insurance is about athird of the cost in the MCEP budget, in part because CES assumes that employers
pick up alarger portion of the cost of insurance for workers and family plans.

MCEP: Blue Cross/Blue Shidd Standard Plan adjusted by data from Vermont which finds that the
average employee contribution is 34% for asingle person plan and 21% for family coverage:

Blue Cross/Blue Shidld HMO Standard Plan

($20 co-payment for office visits$250 copayment for inpatient services):

Single person $266

Snglew/children $467

Couple w/children $719

Co-payments and other out of pocket expenses, $42 based on Hedth Care Finance
Adminigration's figures adjusted for inflation, were added to these amounts.

For families under 200% of the poverty level, participation in Cub Care was assumed for the
children at a cost of $15 per child.

Future Consderations. MCEP's figures are based on Vermont. Data from Maine providers is needed.
Hedth care costs and the cost of hedth insurance have higoricaly grown at a faster rate than overal
costs in the CPI index. There needs aso to be consderation given to the ingability of the hedth
insurance provider sysem in Maine and the variability in provider plans, from HMOs to individud
coverage and various group plans, to the introduction of the Cub Care program.

Transportation:
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IRS: per mile approach: .325 per mile

At this rate, a person traveling 12,300 miles per year, the average in Maine, would be spending
$4,000 per year.
USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES): estimates total
trangportation cods for afamily in the Northeast to be $6,186. Cost components are broken into four
categories.

$2,426 Vehicle purchese (net outlay)

$ 938 Gas & Qil

$2,219 Other vehicle expenses (insurance, taxes, repairs)
$ 603 Public transportation used

MCEP: adjusts IRS mileage based on the household variations in the CES figures for average vehicle
miles driven by various demographic groups (based on aUSDOT andyss). It isestimated that asngle
parent with 2 children living in an urban area travels 10,746 mi. per year and a rural household travels
12,282 miles. Applying an adjusted rate of .22918 cost per mile ti the rurd mileage (more typica of
Maine) resultsin atota cost of $2,815 per year.

Again, this would seem to be a very consarvative estimate. The cost of gas and oil for norma
auto use would have been $300 in 1999. Regidration, basic insurance coverage and related costs
could add up to $300 or more. Informa conversations with small garages in the area that repair older
vehicles suggest that routine maintenance (tires, mufflers, etc.) and the added repairs that are likely to be
needed to keep an older car running would cost at least $1200 ayear. The cost of purchasing acar, or
monthly payments, even on an older vehicle would likely be no less than another $1200 per year.
These estimates aone tota to $3500.

Child Care

Child Care Resource Development Center: Survey of Child Care Market Rates.

MCEP: egtimate a monthly average cost of $582 based on rates charged by the lower 75% of the
providers in the CCRDC market rate data. The cost is computed based on one preschool age child
and one school age child.

Maine Dept. of Human Services Child Care Market Rate Survey: This survey conducted in March,
2000 compared rates by county for various ages of children by type of facility and collected information
on hourly and weekly rates. Thereis agreet variation in rates depending on the combination of criteria
However, the MCEP estimate appears to be close to the average for children of the selected ages.
Rates are higher for infants in most cases.
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Clothing/Household Goods:

USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES): The CES measures
the amount spent on clothing, household maintenance (cleaners, and on furnishings and equipment for
the home). Their estimate comes to $914 per year for household operations and housekeeping supplies,
and an additional $1,688 for furnishings and equipment.

MCEP: uses the CES figures as a base and adjudts for inflation. MCEP excludes the amount for
furnishings and equipment, assuming instead that these expenses are covered in rentd and utility codts.
Again, this assumption is accurate for only a smal portion of Maine households. Whileit islikdy that a
landlord would replace a stove, bathroom fixtures or some other gppliances if needed, most other
household furnishings are a the discretion of the tenant unless the rentd unit is advertised as "furnished".
It is unlikely that families whose income is a a basic needs level will replace or upgrade household
furnishings unless absolutely necessry. But MCEPSs estimated budget makes no dlowance for
replacement of equipment and furnishings in the home that are worn out or mafunctioning, and isthus a
conservative esimate of the cost of maintaining a home for most Maine families. Clothing expenses are
more in line with figuresin the CES findings.

Personal Careitems:

USDOL, Bureau of Labor Statistics 1998 Consumer Expenditure Survey (CES): Edimaesthe rangein
expenditure to be between 1.6% and 2.2% of net annua income (does not include diapers, reading
materids, gifts, or entertainment).

MCEP: usesthe CES figures for 1997, assumes 2% of net income is spent on these items and adjusts
the 1997 figures for inflation to estimate the basic expenditure level for 1999.
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V.
Adjustment Procedures

Oveadl, the work by the Maine Center for Economic Policy comes closest to the cost of basic
goods and servicesin Maine.  Idedlly, the basic needs budget methodology will need to improved upon
as wdl as updated regularly. In the absence of resources to conduct loca market research, any
adjusments will ultimately have to be based on existing data sources.

1. Refinement of Methodology and Data Sources: Refinement of some categories is needed to
more accuratdly reflect the cost of basic need itemsin Maine, primarily hedth care and housing costs.

2. Annud Adjusments Adjusments in costs of components will require a flexible gpproach that
includes a combination of tools and techniques, including conparison to standardized indexes and
surveys and evduation of Mane-specific data where it can be obtained. Standardized surveys and
indexes believed to be most helpful include:

A. Consumer Price Index (CPl): Commonly, the amount of growth in inflation, averaged for dl
consumer goods, iswiddy used as annud the adjustment factor for most purposes. However, the CPI
is made up of ardatively detailed list of expenditure categories and specia indexes that can be used to
evaduate changes in the codts of items of particular Sgnificance to Maine, such as arise in energy or
trangportation costs.

B. Consumer Expenditure Survey (CES): The CES is conducted annualy by the US DOL
Bureau of Labor Statistics. Thedataisat least 1-2 years old but the various expenditure categories can
be adjusted for inflation usng the CPl data. This information is a good benchmark againgt which to
compare other information.

C. Ameican Community Survey (ACS): The US Census Bureau plans to expand the
American Community Survey. |If approved by Congress, it will replace the decennid census "long form”
with an expanded ACS that will provide annudly the detalled characteristics now avallable for small
aress (towns and counties) only upon completion of the decennid censuses. Though not an immediately
available source of information, it will provide helpful housng data in future years if the expanded
program is ingtituted.

D. Other gpecid census surveys: Annud and periodic surveys conducted by the census
measure various aspects of socia change. The Census study of extended measures of well-being, for
example, based on data from the CPS has provided a great deal of information on the living standards
of households with low levels of income.
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3. Accounting for unexpected and unpredicted changes in pricess Most measures of price and
expenditure are naiond or regiond in nature, and may not fully reflect locd events. One obvious
example is the chalenge to adjust the cost of basic needs items in 2000 to account for the run-up in fue
prices in the early months of 2000. The effect of the price change was immediate for most households
as home heating costs began a sharp rise and the cost of fuel to get to work or to the grocery store went
up. Since energy is required by nearly every aspect of the economy, from producing food and
manufacturing consumer goods to ddlivering them to loca supermarkets and retailers, the cost of other
itemsin the budget can be expected to increase, dl aresult of a change in this one item aone. The CPI
and other measures will reflect the effect that changes in energy costs have had on the economy of the
nation, but additiona scrutiny and further adjustment will be needed because the extent of their impact
was more severe in the northeast of and is likely to not be fully reflected in measures such asthe CHl or
the CES whose coverage is amuch larger region than Maine or New England.
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